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Claimants allege that Respondent, Terrence Sullivan, a registered
representative enployed by Pruco Securities Corp., induced them to sell all
of their shares held in John Hancock Tax Exempt Trust accounts and
fraudulently altered the sale authorization document which caused the
proceeds to be sent to Pruco Securities rather than to the Claimants.
Claimants further allege that the proceeds from the sale were used to
purchase Prudential-Bache Equity Fund and that Sullivan did not advise them
it was a stock fund* Claimants also allege that Sullivan failed to provide
them with prospectus/ failed to disclose the risks involved in the
transaction, failed to advise them of the transfer charge and misrepresented
that there would be no redemption penalty. * Claimants contend that Pruco
failed to supervise Sullivan. Claimants further allege that Respondents
actions amounted to a violation of the Securities Exchange Commission
Regulations.

Respondent, Pruco Securities Corp., denies the allegations of wrongdoing
and denies liability. Respondent contends that the NASD District Business
Conduct Committee investigated the matter and determined that no action was
warranted . Respondent alleges that the loss sustained by the Claimants was
due to market conditions. Respondent contends that the investment was
consistent with Claimants' stated investment objective and that ClalmnntJi
were given the prospectus on two occasions. Respondent maintains that if
Sullivan altered the sale authorization document, he did so outside the scope
of his employment. Pruco interposes a third-party Claim against John Hancock
Distributors for its failure to review the transfer document* The Third-
party Claim was withdrawn prior to the commencement of the hearing.

Respondent, Terrence Sullivan, denies the allegations of wrongdoing and
maintains that Mrs. Spellman was 'llfffffstl «*<*** with their investments and
wanted an investment with higher rates of return. Sullivan contends that ha
dlflnloBflci all the risks involved, explained the "back end load" feature of
the Equity Pdnd and the possible tax duplications and provided Mrs. Spnllnrtn
with a prospectus, Sullivan maintains that the authorization language on the
transfer fains wee changed in the pioaonco of the Claimants.

request that the Panel award them $35,799.50 in damages plus
attorney's tee, interest and costs.

Respondents requests that the claims asserted against them be disi

Prior to the hearing, rtooponJait PEUCO Securities Corp., filed a Motion to
Dismiss the Statement of Claim based upon the fact that the fraud claims
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asserted by the Claimants were barred by the applicable Statute of
Limitations. Respondent Sullivan joined in the Motion. Claimants filed
papers in opposition to the Motion and argued that T-ff|Ê i PfllY*' ^̂ "itif
Pnrois & Petim-ohr v. fti iT-»ri-<snn r was not applicable to this case, that
Respondents failed to raise the Statute of Limitations defense in their
answers and that Claimants asserted tort claims as well.

After considering the pleadings, the testimony and the evidence
presented at the hearing, the undersigned arbitrator has ftecided in full and
final resolution of the issues submitted for determination as follows:

The parties have agreed that the Award in this matter may be executed in
counterpart copies or that a handwritten, signed Award be entered. In either
case, the parties have agreed to receive conformed copies of the Award while
the originals remain on file with the NASD.

1. the Motion to Dismiss the fraud claims La granted;

2. Respondents, Pruco Securities Group and ferrence Sullivan, are
hereby liable to the Claimant in the amount of Nine thousand Seven Hundred
and Sixty Two Dollars and Zero Cent ($9,762.00) and shall pay said amount as
outlined in paragraphs 3 and 4;

3. Respondent, Pruco Securities Group, is liable and shall pay
Claimants Seven Thousand Eight Hundred and Eighty Four Dollars and Zero Cent;

4. Respondent, Terrence Sullivan, is liable and shall pay Claimants One
Thousand and Eight Hundred and Seventy Eight Dollars and Zero Gent;

5. the claim for attorney's fees is denied;

6. The claim for interest is denied;

7. The claim for costs is denied.

Pursuant to Section 43 (c) of the Code of Arbitration Procedure, tte
following Forum Fees are assessed and any deposit previously made by the
parties will be applied to the amounts assessed:

1. Forum fees in the amount of $800.00 for two (2) hearing sessions at
$400.00 per session is assessed and shall be borne equally by the parties;

2. Claimants are assessed $120.00 non-refundable filing fee;
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3. Claimants are assessed $266.66 in forum fees;

4. Claimants have paid and the NASD has received $120.00 non-refundable
filing fee;

5. Claimants have paid and the NASD has received $400.00 in hearing
session deposit. Therefore Claimant is due a refund of $133.34;

6 * Respondent, Pruco Securities Group, is assessed $500.00 non-
refundable filing fee;

7. Respondent, Pruco Securities Group, is assessed $266.67 in forum
fees; • ' . .

8. Respondent, Pruco Securities Group, has paid and the NASD has
received $500.00 non-refundable filing fee;

9. Respondent, Pruco Securities Group, has paid and the NASD has
received $600.00 in hearing session deposit. Therefore Pruco is due a refund
of $333.33 which shall be paid as outlined in paragraph 11;

10. Respondent, Tterrence Sullivan, is assessed $266.67 in forun fees;

12. Pruco Securities Group is due a refund $333.31 which shall be
refunded as follows: $66.66 from the NASD and $266.67 from Respondent
Sullivan.

William M. Prifti, Esq.
Willian F. GLa0er, Jr.
Willian i7. Aziz

Chairperson -Public
Buhl in
Industry

Concurring Arbitrator's Signature

Dote of Decision: /
Dated by the NASD: September 19, 1991
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3. Claimants are assessed $266.66 in forum fees;

4. Claimants have paid an! the NASD has received $120.00 non-refundable
filing fee;

5. Claimants have paid and the NASD has received $400.00 in hearing
session deposit. Therefore Claimant is due a refund of $133.34;

6. Respondent, Pruco Securities Group, is assessed $500.00 nan-
refundable filing fee;

7. Respondent, Pruco Securities Group, is assessed $266.67 in fboem

8. Respondent, Pruco Securities Group, has paid and the NASD has
received $500.00 non-refundable filing fee;

9. Respondent, Pruco Securities Group, has paid and the NASD has
received $600.00 in hearing session deposit. Therefore Pruco is due a refund
of $333.33 which shall be paid as outlined in paragraph 11;

10. ftnni'1-iu.kjuL, Iterrence Sullivan, is assessed $266.67 in forum fees?

12. Pruco Securities &oup is due a refund $333.33 which
refunded as follows? $66*66 from the NASD and $266.67 from
Sullivan.

William M. Prifti, Esq.
William P. Glaaer, Jr.
William J. Aziz

... " • •--'•v -....... ̂ ^ ,

OiairparBon -Public
Public
Industry

.trator's Signature

F. Glaaer, Jr.

Dote of Decision: r/W?/
Dated by the HASH: September 19, 1991
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3. Claimants are assessed $266.66 in forum fees;

4* Claimants have paid and the NASD has received $120.00 non-refundable
filing fee;

5. Claimants have paid and the NASD has received $400.00 in hearing
session deposit. Therefore Claimant is due a refund of $133.34;

6. Respondent, Pruco Securities Group, is assessed $500.00 non-
refundable filing fee;

7. Respondent, Pruco Securities Group, is assessed $266.67 in forum
fees;

8. Respondent, Pruco Securities Group, has paid and the NASD has
received $500*00 non-refundable filing fee;

9. Respondent, Pruco Securities Group, has paid and the NASD has
received $600.00 in hearing session deposit. Therefore Pruco is due a refund
of $333.33 which shall be paid as outlined in paragraph 11;

10. Respondent, Terrence Sullivan, is assessed $266.67 in forum fees;

12* Pruco Securities Group is due a refund $333.33 which shall be
refunded as follows: $66.66 from the NASD and $266.67 from Respondent
Sullivan.

William M. Pdfti, Esq.
Willian p. Glaser, Jr.
William J. Aziz

Chairperson -Public
Public
Industry

:-("-*>• -W

Date of Decision:

Dated by the NASD: September 19, 1991


